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HIGHER ETUCATirN AMONG NATIONAL ?RI<^RITIES* 

Carol Van Alstyne 
Chief iiconoailst 
rollcy Analysle fc'ervlce 
American Council on Kducetion 
Waahlnt^ton, D.C. 

I appreciate the honor end the chal3enge of pyckman Vermilye's Invitation to discuss 
with you at the AAHE National Conference the compelling 8ul»Ject of higher education aoong 
national priorities. This paper represents ny own assessments of facta and opinlonSji 
not AGE'S. It fficuses more on working ♦decisions, many of then made in Washington, 
which mount cumulatively to rank national priorities in real negotiations, than on 
propositiona about the benefits to society of higher education. 

The paper opens with an examination of the current position of higher e<tuc8tion among 
national priorities as expreased in the federal budget proposals now under debate. Next, 
the priorities expreased in recent higher education policy stetenentt are Identified. 
Then, ooatacles to making greater claims for support are examined* Finally, strategies 
for affecting the allocation of national resources higher education are discussed. 

T he Current Position of Higher Education 

What is the current position of higher educati'fn among national priorities? As a 
starting point, we can consider the budget proposed by the Adminiatratlon for fiscal 
l')76 as an exonomlc policy document which embodies the proposed set of national 
priorities. Three different comparisons can be made to eatablieh a frame of referene? 
that will help ue to assess where higher education states with reapeet to total 
eoaanitments of the federal government. The proposed level of federal support for higher 
education can be compared with: 

1. The level of support for higher education in earlier years; 

2. The level of support proposed for other budget items, and 
.3. Federal support for institutions and for students in compariSQn with 

other sources of support which they receive. 

1. Trc ndfl in fedeyal suppor t. The /^d ninistration proposed, out of a total budget 
of $1^9 billion, to spend il ,h billion for hLihtr education. This includes $3.^ billion 
for the direct support 01 educational activities, and '^k.O billion for other basic 
purposes which would olen provide substantial support for education. Veterans' benefits 
are included in this latter spending category (they amourt to half again as much aa all 
the Office of Education student nsaifitance progroms combined). Of the $3.^ billion in 
direct support, only $2.3 billion io accounted for by the Office of Education. Of that 
$2. 3 billion in OE, $2.0 billion, or over '^O percent, wou3d be channeled to students 
(0 ohare whirh increased steadily from about 50 percent over the last f r years). 

Of the $^.1* billion total direct pnd indire^'t support for higher education propose** 
in the Admin iott-nt. Ion budget, -,^.1 billion is earmarked for undergraduate education 
($n billion for two-yenr collep;eR and billion J'or nil other undergraduate 

ihstltutiono) and $1.3 billion for graduate education. 
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I:: ♦•a.lltlon t.i Irul. t.t .-^utlaya, a eurpt.-intiMl eiiount of federnl support for higher 
o-iu.-nt Lori iu rivvM.. ,i in i!v. lorn of "mx f xpfrnd Ltures"--thet lu, tnxcs not collected 
to "luac of fxernptlofu^ hicI J«-.iu.-t lonn rolntiiif, to -.ducation pi.-nnitted under leaersl tax 
iHw. Ttu' (.'f f i M^nni/tmt'ni nnd Pudfjet hop pre}>aj-^*d eptinotes of these tax 

« >.i < .'id i».'ir»'£, urA r« {.ortvd *hK:ci iti th<- f«per»lHL /'•nalyees of the- Budget for the first time 
*.t L.. >>««r. f hclftrji.Lpi :ij.a ft i.lov'«hi-pL' ht-: not ..-ounted os taxftblc- Incoine, resulting in 
•■.•i : - xjH.r.dltuf.'n or :• I hi ..ilUon; r.areiitsj arc .'illovod exemptione for their children over 
! • :.^Hrr, v.'ho ore vni-oilfd in v'olle{;t;, resulting in tax expenditures of $600 

nillllon; nnd ••oritrlbutionc to fnrtltutions cf hifaicr education may be deducted, resulting 
in t'tx expenditures of ^-S-^O Tiillion ($.'.3^ irotn the contributions of individuals and $155 
uiLliiori from the .^ontrlbutione of corporations). Thus, the total tax expenditures 
in juppcrt of hif.her td'.;oation for l-Jft-, as estimated by OIIB, nmount to about $1.5 hillion, 

i'o put tfiopf- tHx expenditures for hiphrtr tducaticn into corjtext: The ^stimeted tax 
bt-r.'.'t ltr to hoaieownerc d-ducting mortgaKO interest and property taxes from their taxable 
ln.'^<r.€ tctnl U^'^ billion; deductions for all other charitable giving total $k,Sk 
billion fcr fiscal l)Tb, 

Hov do tht?j?e propos-.d lt?vels of support c^ompare vith those of the past? The' answer 
to t:;l« question figain di:pf'i;dF on our 1 rame of reference. These levels of support 
represent v.-or.s Idemblf incren;-e.^ over the trcuf^hs of the earl;/ 1970s. But from a longer 
tiw: perspective, current Irvels of support appear to be far lower than historic peaks. 

Most 01" us arc veil aware thnt federal support channeled to institutions has fallen 
off Eharply in the last few y^ofs as p result of deliberate shifts in policy to the 
support of Gtudents; -..g no;, not realize that current levels of federal support for . 
8t'-aJer:ts are for below orirlier peaks, '^ven Mitor a decade of new studcint aid programs. 
Th*' real, if riot t::?. riiv. iDru-al, I'ederal cou-iit-ut nt to supportinR coLlece students was 
stroni^ejt directly .r II.-.. 1 ii.; '"Drld V/or IT, ■•':.«•. 1 boneiits for returnl'iti veterans were first 
Muthorired, Put, trj wl bill vns not Int k.v^«: • xjiui; Lv.ly, or periuips even mainly, 88 an 
»:•<-'...: 'Mtlorial pr::!i:rn'i. ■..v.prni'ote for opnort iiu. 1<. lort becoace of t'ne. vor. Rather 
it '.v-nf? pTrt of on •crr.Tnl.' ir;^d,"iastment pro.-.i-ai ir n nolicn frrarin"; inflation, massive un- 
'■■nr.lov'n^Tt. and pcj-li-I;- • v«rn aovrn deprcG.- ioi- . In its peak ye/ir, lOl^T, the G.I. Pill 
r.'-ipod n«arl:.- I.' nillion nuflents or nor'- ti.on one out of every tvo students 
••nrcll^^i i;- -olle.^f r ai J. •.ir.lversLtios . 1^ total educational expenses (both tuition 
;ir/l LJ.;-ir.,' ;r;5;.r!» of -j L 1 cl iar-nts enrol Lf-d Ir, ):Ir;:cj- education at that time were added 
.;r. ':.(':: •••pul i r-.nv tctalod nppro.\irnot'ily billion. The GI Bill provided nearly 

blilior tr-vird t;;cj». ;.-tudt'r.t oxpHnseifr: Ir.oeod, the- (.-ash support provid3d was equal in 
(ioi:.'!rr -r-o r.or" t:::ii. t r total amount pj.id .or tuiticn by all students at all institutions* 

Th'"" ber.efLtr r.-^i i :o rctui-nLn.- vc?t. rntis, vMcn covered about i*0 percent cf their 
'•Mw.ui; .^Ci-- -.oL:.. • .'.•jool, ucrr non -\ -.' ir-tion of their paet, current, or future 
:r.:--'T.o: r?itr.'?r. r-:- . •..■►.r- r- f.fsrd'^d »u- or. jmi. Lt-le-^.^^nt: . Put today, -./hnn federal assistance 



tcv')rvl hr^^-^dr-nli:. .-'-.'crr ic udy .:tuu(::.tP '-who pre^uTiably nevrd a level of 
r-^lr>t iv-l;. vry, rofrtrr- r>,nn 'ii'i ':vr-.l:ir vot'-ranc tf;c proportion of total 
r; -ovf^yr • '' drr-,] .-. ^pport Li" ^rr.^- rhnr. iv percent • 

Ccnt'ivLi:::\ :> r ci for :.\rx r .v.. ■ t. it:^^.P, Totnl i'ocernl rrupport for 

'!.-nti:\., i:;. f :-tQrt--- •!::.rri;K .! - : l^:^ iftucjentrj nnrj to institutions, 



'i.nw n t.i..!r(i J. oi* KducPtion bud/^et and nbout a 



• '-^^ 1 • ••>• ii-nvior:, -.nr,rovv/* ^^uliAwr Mr/i P0'':i.3i r-orvijcr. Irrss than three 
^ - * r-ii c :v;i/''', 'mx: ^ \.':r -^no-r.ni!' or out poivent of t.ht* rrcss 
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The trt»n<ia ii» itU-riil t'pendin*/, I'or tho various coniponente or education and training 
are quite divergent. HislorIc3lIy , le-neritnry ond secondary education liave been the 
largf-et oompo-e.it thia sjendlng <'atei;ory. In the midn-X-Tn^^ they received between 
two ^pd thrt»v ti-n^e t.iu it.vei oi .-upport thot -.qe tUven to higher education. Support for 
♦'It a.'ntHry ond soi-onuory rduootion has cro\m at much slower rates in recent years 
aUivklrv. orr .-onipietely for the list thrcf. and It has now been superceded in aggregate 
redortil support bv i?pendii:.', tor •nanpover trainlr^. A decade ago, support of manpower 
trfinine' was not nuol: .^renter th-in that tor liirnLr education, but it has grown at a 
considen.bly lusUv roU , jvertr.klnf: th^ Uvr-', support for elementary and secondary 
eduontion, so that rio'/ b-jf.. o'-, r^t „ i.jvcl o; • jpport approximately double that for 
hiclier education. 

Vocationnl ..-d ic-i ■ i.-.i it only a snail -.j.. o: ttiis fi-endiiii, cate.^^or: and was 
among the mot^st cro-.x ; .-.u.nts, but it lyj -yperiencpci no .;ro'.jth in support over 
the last noveral bud / : k -.m-e . 

Alter burgeoninr in th.c early lOoOs, outlays for hipher education flattened out and 
•noved virtually sideways irom 196c^ to 117^, In ;Qct, outlays for higher education were 
actually lower in 19.'^ than in lotS, v/e rnijjht haul up a devil theory to explain the 
pnttern and label these the "Nixon years" in higher education. But this charge would not 
br t-ntirely fair. These sharp reductions in the rate of increase of support were on the 
whole, the result not of explicit changes In ftoted policy directions, but of a vast 
n'unber of individual decisions in Tiany different agencies. These decisions, In part 
reflecting Judgments about the usefulness of the outputs generated by continued research 
spending, had been made at the end of the Johnson Administration but the cutbacks took 
several years to effectuate. 

Thus, while hitrhor education languished, every other component of the education and 
training budget catcj^ory r>rew, with particularly sharp and continuous Increases in man- 
ixjwer training support. 

The estimatr-d bad.:et outlays for hit^her 'iduoatlon for the current fiscal year ending 
in J..iy L^.'S reprpfl-ntr a st;.rtlir;(; br.3ak vith the 19r^-19r^ no-growth trend with almost 
•1 ii:ty percent Increase in outlays over the depressed level for the preceding year 
IriCliding, however, ^o-r.e forward --unding into future budget years. The budget for the 
.ip«'0T.inK yeai- incorporate much more modest increases, h.owever. 

r.' j'in*^ ti.r 1 ■••^r. th- .^rovti the icdersl budget can be attributed to Great 
fooiety pror.raT.:?. I .onivnct. during Ih.c l.' Oi.-, the r;rowth of the budget has been 
Inr tfl;. ir: pn; -.K.-.ts to individuals --as b'-n. l it levels have beer augmented, and as new 
'.ro h^ve l<'„'t'i. \: v z' ifj y.*^ -ithin th*^ coveratirc of social programs. 

V.id^^'- t • j-pHi i.-.?:. :'.;iny In ni^/her duration want to press, however, is how does 
r:- r.'.irf.' : or our prOtU-n r..7 co-npare with qpendin.: for defense. It is true, as the Defense 
yvy"''-^- -Ini • . hnr" of ♦■h- l.ud. c l .:'.-. i,/nated for national deicnse has 

i<-'-linod r-ino. - :.• ;.•);• ..f-nr;-. n—, ...■11 not now at war. I:, ■[act, national 

•i'^f'^nrfe :-.n«, i.-. rt- • ■ • tnkrn n .J [:. .l.ovc the federal budget (down from 

vfr'^-nt In fiiL^c^i 1 - ro ..V pf^r-ont in :iv-::: 1 .••') and of ,-rofic national product 
Mnvr. frcr. rer-'cr.r. In ; ic-ai 1 K'-' to S. • ]--x-'on\ in fiscal 1'/''^) , 

Put the r-'ord Adnini-'^tration Im proposing ro arrej^t that decline. In fact, the full 
::'r..Tv»n -nr.t of veapor:r, ;:yytems. for vhi'h initial year funding is included in- the 
v;rrpnr r-.aget . is reported in the .'ongrcssionnl ^ecord^nnd brought forcefully to our 
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attention by the Washington Bureau of the Rolling Stone ; — to be $1^8 billion. 

.i« Federal oht^rea of institutional revenues and stude nt refl«^urce8 — The federal 
share of tno revenue of (.'oliegeg and universities peeked at a little over 20 percent, a 
little over 20 years ago. Ft:deral revenue? are a relatively much more Important share 
of the total income of private colleges and universities than of public institutions, 
pax'tly because graduate ntudents make up a larger proportion of total enrollments in the 
former (30 percent at private institutions and 20 percent at public). That federal 
revenue share eroded significantly throughout the early 19708 for both sectors but more 
stiarply for the private than for the public institutions. This is one of the many 
factors crontributint; to the financial crunch, which is being felt even more severely in 
the private more than in the public sector of higher education. 

The federal share may currently be edging back up a little from the trough of 1970- 
li/'l. but it still does not approach earlier peaks. The slippage in the Federal share 
has been made up by increases in the state share and the student tuition share of total 
revenues. 

Policy rstaternents O'wiiatinc from the Administration emphasize the shift of federal 
8i.-.pport to students, (.'oijecquently, we might eocily expect that the federal share of 
inatitutional revenuoc -.ouki decline and that the federal contribution would show up 
Instead in the foru O: . tudt iit tuition, whicl: arc- reported in financial surveys 
inclusive of student nid* Let us examine then, trends in federal support of students. 

The Administration's proposed budget allots $2 billion for the Office of Education 
st ident assistance pro.3raras. Actually, these funds cover two types of "student nld." 
Tlie first type conaista of funds paid to cover the costs to students of tuition and 
living expenses and includes programs of Basic Educational Opportunity Grants, College 
v/ork-ytudy, and Suppleoental Fducational Opportunity Grants. Together with the National 
Direct i-tudent Loans, these progrricns account for about two-third of the total OE eturtent 
aid funds. They are subject to aiinual appropriations limits. 

The second type of so-called "student aid" consists of funds paid to banks to cover 
tl:e oc3t of tlie loans thut students take to cover the cost of expenses. These funds 
nre intended ♦tc induce banks to lend to students by offering interest subsidies, special 
interest nllowancetj, nnd ccvd'o^je of losses due to defaults or to death and disability. 
Thus, the tertn"student f»id" ie not a consistent label as it is applied to different 
channels of support. T^.is prof^ram differs fron the first type in another important way; 
Thp pnycient of iVderal funds to the banks is oclir.ated under contractual arrangement— 
which is very .'lose tc an entitlement because if not enough fundd are appropriated 
initisi.y,. a iiupplenentol roquert must be made to supply the funds required. This year, 
nh*? student afiyistnric funds <-hannoied thrcu^^h banks will be an astounding one-third 
of the total OK stuvi«'nt nsHistnnce funds — ^o^'*- million dollars. 

I: the Ini-reasf.i rjcnouni of ossirtunce cbli;;ated by contract to be paid to banks is 
a'ibtrn.-ted free, fn* totn 1 01". roquost for r.tud»'nt lid (which is ^lii2 million less than 
last yoar'i. TV.v nrt bnlarvo is :;-i'K millior. les? for student aid this year than was 
^PtTOprinted lunt y^nr, Iti v?';'v oi the Inn":'" increases in college costs to students, 
find -vj.Mnded t'll.-ibUity i'cr nui?inttin.^e , th.is tr.ennr that individual students may get 
.^ubo^an♦ inlly smaller pfjcka. «■:' cf .rrnrt asL-istanoe thir year than last, even after 
w*»li-pubiiri::ed iiK-n'Tr.: f i-voposed t'cr th*.- i'«si.- Grant propram. 
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The t ub Million Mvstei v 

'Wie education oomraunlty , etudenta and institutionc alike, were aetoniehed to leern 
in the last several weeks that vl35 million reaoined unexpended of the $66o million 
originally appropriated for the program of Basic Grants to students. How can the higher 
education community press for even greater appropriations when $135 million of last 
year'c funds were not even spent? 

What happened? It Is certainly incumbent on us to solve the mystery, because the 
explanation clearly affects the validity of determination of actual needs for student 
aesiatance and weighs on our ability to argue for greater support for students. 

A number of different explanations for the underutilizatlon of the program are 

possible;; 

1. Maybe we overectiinated the number of students who were genuinely interested in 

college; 

^. Maybe colleges and universities Induced students to apply for the assistance, 
oad then the students rejected the educational offerings ' T.^.e available by the schools; 

Maybe the students found wut how much of a grant they would be awarded, decided 
it woiad be too little^ could nc'. find other eouivcs to make up the difference, and then 
decided not to apply for college; 

^. Maybe tne institutions asseosed the amount of individual student grants, learned 
they would be leos than the amounts needed to support the students In school, determined 
that the school could not provide additional funds fron Its own general revenues and 
decided not to accept the needv students who h^d ^Ireody Applied; or maybe, the Institu- 
tions, cid not er.c-ourage students to apply for Basic Grants a.; part of their aid 
packagr because ti.ese awards are not accompcnied by allQ'jnects to .ccLlr 
tho cost cf adranistration ri.- are the campus-based aid programs. 

5. Or, maybe tho program was badly administered; maybe prosp&ctlve students did not 
know *;:ey were pligible for the assistance, or taaybe the forms they needed were not 
eually cbtalridble or maybe they had difficulty in filling them out, or maybe the dead- 
Jlr. s for suomittinc nrplicntions were liard to nic-et, or maybe they were uncertain about 
th»- *iracunt, rf the crant th^t tiiey would receive -^o tney did not have a clear idea of 
what tiieir oduoationa'' v'...tior.£i verc; 

I.. Cr "naybp, n qae7tioi! oould be raised sbout vhcther it is possible that the 
pxp^nditiire oi tho ri*o*'ran funds wap administriit ively deferred as a deliberate economic 
-rasur- to hold -.icvn totul federal npending when th.e route of executive impoundments 
n..'i ofi.inliy roq.u.'r'ted budeet rescissions and deferrals was blocked by the courts 
ami Corc-esn. thu3 achieving indirectly wliat could not be achieved by more direct means. 

n-,'? roso^utior of thir mystery, with specific answers to these questions, is of 
'luifir.^r.ta: l-ror^anoe, far beyond the $135 'uiilllon. The answers to these c,uestions 
boar n.^r: oni-. oi. '^\.h\. ^v^. national priorities for higher education but who has the 
r.ow-.T tT 3<=»t tf.er. nnd to modify them. 

:. tHto ":->r- -rt rr r Hi^hPr Kducatlon 

;it:.j-.V.r. thi3 p^pe; donlg prlraarily with federal cuppcrt for higher education, a 
li'ar.r'yi d»'n?rl-'.ion m-;st deal -.^Ith a^.ate support as vc;ll. State support for higher 
e:acuM.-ii is I'u'.iy *-.v/ic*j the level of federal support. Many state programs are far 
!r.5re 'livan.'ed thri . the federo} . 3tnte hif:her eiucotion people rightfully challenge 
nhf !>derD: '^*»r.trittr. cf '.."/.shington based cffi-ials to which is the dog and which is 
^ tho tail. 'Trr^-irlly in r»?d*»rrl -.-tit^ r.o-::h^r.g rrcGra.T.s. g 
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llxpenUitures Tor hi^uicr cducotlon often repropent th^- largest single budget item 
or a .jtHte t::r>VHrnaent , nnaln#: Trom one-i3lxth tc one -third of the totals In a number of 
3tate bud^'iet:!, the share ror higlier education has declined from peak levels, but the 
aLooiute number of doiiara appropriated Lu the laot tvo yeara haa increased in ^^9 of 50 
tjtatea, represent In^ a riot increase for all states of 29 percent. Inflation has wiped 
o it olou^ two-thixxlB of f'lc value of the increase, but even so, real dollar support has 
im:re«H«^d about 10 percent Tor nil states, with hi of the 50 states showing real 
increases. 

Individual institut ioaf? may nave loat support, however, as states have channeleil 
runds into tixpandlon or t;:eir public sy interns, particularly two year institutions, and 
increciitfu, relatively Iheir uir*-ct aid to students. 

Revenue s haring;, n-ecise delineation of the trends in state support may b« muddled, 
n;oi-eov<?r, by KenerRl r^^venue sharing, (the federal progran inaugurated in 1972 to 
dijfcribute billion, one-third to states and two-thirds to local governments, with 

wide iotitude ^-oncernin^^ it^ uee). Large proportions of the revenue-sharing dollars ere 
reported an beinv: spent for education. But little detailed information is available about 
v'nether they vere Mpent for elementary and secondary education or for higher education; or 
whether these I'unds are .sUded to regular state tax funds or substitutes for them, per- 
n;itting states to shift funds to other program areas or even to cut state and local 
tnx^?.i. ?.ven .^tate report:: of intended uae of the funds are not firm, because the funds 
oan be re programmed almost vitliout restriction. Until reporting is clarified, it is 
imposaible tc Vc altogether precise in characterizing the trends in state and federal 
funding for hif^her education. 

It is a minor paradox that debate on federal aid to institutions often flounders 
on the ij?sue of full a:ooui:ti)bility for the use of the public funds, whereas revenue* 
3hf?rin,? with tho r.tate o^' ve.lat.lvcly unrestricted i\xnd2 is advocated for precisely the 
vopp05jlte rv.^BOu that l]y titol^^ ore In the "bc-^t position" to know what they need- 
thuii overlooking tbit publi':- :K-i;ountability Tor Ihi- ii^c of the funds is -narkcdly less 
under revt*nue-jnorin#; t.'iii.i ui;ci':r categorical prjji'Cj nL' . 

^ . {ati9nal Jut r ort for Ro:^ebn -h 

Ir. thii^ .-ountry, r.:,;;her education and researci: ore highly interdependent, and of 
i^rreQt Ir.^i irntior. tc encr. ctiv:r. A comprehensive discussion of support for higher educa- 
tion '-hould nl^n touch on support for research. 

iJotionnl pricritit^^ for research, and sharp shifts in those priorities, have a 
nir^nificrini irra*t en hi^rhor oduoation — both on the up-side and on the down-side-- 
roi/ rllutirv. r.c ih-r i n.^inhiliry or fedor*^l support, particularly within those institutions 
whf>ve It. Is o.srpcifilly iicnviiy ^mcentreten . More than two-thirds of all the basic 
ror^^nr^'h icno Ir. trie '^riif^d :;tntf?i? tako? r lace vit.hin higher education institutions, 
ln."l ;viitv. ^ .^r..^Ll portion in rederrll^, furdod research and development centers. 

K'K^i/ :v^<^--nr '.nn r.c^ b'v?n m r.rovth lndu.*^t'. y rince the fr.id-19^0' s, the trends in 
.vipror*. r :>^»r: Yelv^ r*r:\ -t^\i ly rnj idiy .*hn: in*:' txpresGionf? of national concerns. 
A rrir-inr;, v<t*.^nnl •.-^li.-t-^rn in iHt.e 1 ^''H . rr.id enr?Ly l^'){*Cs wrs international competition 
ir. '^\: \.rr^\icv. r: .j:n.-*». A^Mvity in thi,^ c;on:nin had a technclopical base, but with 
Tioor; '.'ir;di:i> t.: icn^^ -imr i»:t^a -.niidinr hlr.ojt n dcr.en human tein^n on the fact of 

r.con, -i ').-'^ *-f:?cnr'-t. wn.- '^r.-jrr y ••irt^iilod. I:, ti;^' !nid-i;'^''^O.s national concerns 
^ihift^'l *:cMHV*\ ' p.hlity f^ru; or.portun Ity , issuo{^ r*=*iuirinr, politisTai and social resolu- 
tion, rn^;,er *.han t^ -hnolcrlcai -iwfin-p. Tr.ey, c*' ccuri^c, provided little stimulus 
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to U'ohnolotslcal rooeur.-h .Jiid ..id rot succeed cl nil icsntly in developing tueir ovn 
rcscflroh bnc?v . By tl *. Ul - 1 ; ■* the f(%cu8 -if aur national concerne has shifted to 
environffi«»ncal qunlit>, '-nc ivy Independence, and adequate health care, \/lth now technology 
i'ormlnt; a lor«e port of the required reap'^nac to those concerns. V/e ailght easily predict 
large iniujiions r<?search funds into higher education to deal with tbeae concerns 
except lor -uriv^nt bud, ct constraints. But using lioiltedTeseurces^onipetlng-deMnds 
argur.entn to restrict the claims of higher education for greater prl<*rity fw research 
fundinti niay be extremely short- sichted and counter productive — because It fails 
altogether to perceive the relationship between education, research, teehnology, and the 
expansion or core efficient use of those limited resources. 

Prio riti es ICxir fcesed in iu cent Policy Stntetaents 

Or. llarL-h ' , ijr-,, the Carne,:;ie Council on Policy Studies In Higher Education issued 
its first official statement: it dealt with the Federal Role in fbStseenndflrY FriUCfltlOnt 
Unfinished Bus ine gSr lV75- ljOQ.. The report calls for inauguration of new major programs 
of federal ossistance to higher education. One program is tuition equalization grants to 
states to reduce the gap in tuition between private and public institutions; the funds 
are to be regranted to student." attending private colleges and universities in amounts 
based on a formula grant int: them the equivalent of half the per student state subsidy in 
public Institutions, with that student subsidy to be split in turn equally between the 
state and the federal governments. The second program is the creation of a self- 
supporting national Ctudent Loon Bank, and third is for financial issistance for large 
research libraries. 

Tlie recommendations hove been thoroughly debated and persuasively reported. They 
are likely to command widespread support, and be enacted into legislation. 

The funds requin-d to carry out the recommendations have been carefully calculated 
by the staff to increaco the federal expenditures for higher er'ucation "modestly" froo 
6i» hundredths of one povcor.t of tl;e gross national product in 197l*«75 to 66 hundredths 
in 197>''0, five years lat-.r. 

The rerort fit'..?:* io-M ..ot j.iI v^ith or C3.ipl':tely capitulates on tiie issue of 
what si'.oul f]' V-^' the nntl.^fiL ; i-i.vrity for hlghor 'duoation. Tl.e report inplics either 
that the i:i.::ie:- oJucatlo:. pI/;" ci.ould be no lar.'.cr; or that the share should be larger 
but that it is :',ct t .-^1 i: i>." Uy : caeible to achlrvc o larger claim, given limited, 
resourcer -arxi- -'(vr.,-et ir.^;-<lc.'nandD . 

I wo'u'' nr..v;o ti.nt vt.i-hc.v^r of ^.Insf- prerr.iner. is opertttive, they should ''•e 
debatoi oper.ly. 

--J.,, ,;ev -ro: Oi^fllp for I'cptructuri:!*.^ s*:^o:-.l -^i-i 'unbodied in the f 'Kara 3111 aloo ertd 
to up'ro n l-vp-'rf surrort for rtud-nts :>lti;cu.',h nvnrded in differing patterns) the 
oar.e' or-i^ r of •na.^'.r.itui' ' thnt rrovi-ied c;. thr- '-■xistinr. lorjislation — again too early 
and tco con; lt"!t^? o c-nnceauior. to bud5',«»t ''realities." 

OhfitO'-I^L- nal s inr. tr/.- Priority of Hl>:hpr Hducation 

V:or»? hi.;f.»»r •-.lu.-ntion -nr, be 'oltinintc^y successful in presGing for a higher 
r 'M'v\r.oiv nationn. : riorltior ••.ovr lo d-- a mucr. better job of raaking cur case in the 
Virrt J- lace n.vl .i no ur.^r tine, it in th*.* »*»-or.a. T think we can do both. But this will 
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require vet amounts of conceptual, analytic work and improved oieasares^of the needs of 
students and Institutions. Student needs analysis actually originated not as a determina- 
tion ot "need'' for assistance in an absolute sense, but as a mechanism for limiting 
competition among institutions in the award of funds and toe allocating equitably the 
inadequate student aid funds available. Needs analysis has not altogether transcended 
those origins ^o bec^e a technique for determining true student need, based on explicit 
value Judgments re^^ectin^;^ reasonable self-help OKpectations^ and the roles of the state 
and federal jsovernni^nts-rbui: it must. . 

On the institutional side, we are not likely Lo be persuasive In sharply increasing 
support until vast rmprovemencs are made in the measures oT financial condition of educa* 
tion Institutions. We need a linancial assessment equivalent to industry's bottom line 
which education's current i>perating fund surplus or deficit is not. 

Claims for gr< .iter support have In the past been basec on comparisons with previous 
year's funding^ on Increment 1 budgeting Sore Is better" which is no longer 
persuasive before inctfeasingly skeptical legislators and program administrators countering 
with "yeSy but what are you willing to give up, you are never willing to give up anything/' 

After spending time just now detailing budget shares for higher education^ we have to 
recognlz^ that relative shares as such, are not truly an C4Hequate measure of higher educa- 
tion objectives qr priorities, at the federal or state levels. These must be framed in 
terms of the adequacy of resources needed to do specific jobs. We have to look beyond the 
atsolute and relative shares of support for higher education, or survival of particular 
instituions, to the balance beLv;een the resources available and the missions to be 
accomplished. 

This section of the paper deals with what I regard as limits we impose on carseUjs 
in national debate directed toward reaching consensvs on the values and missions of higher 
education. There are a number of obstacles including our own persecution complex. 

0 

Paranoia 

Academic excellence Is often measured in terms of critical intellectual abilities* 
Self-criticlrm within the higher -i>ducatlon comnmnity Is entirely healthy and productive in 
that it leads to continuing improvements of the reachi ng-^learnlnt^ processes and heightened 
efforts to relate curricular offerings to current student and community concerns* But 
this tcndence to self-crf tlcism is fiequenLly turned i nward Ic. destructive ways. A form 
of paranoia leads acadbmico to explalti complex SiKial phenomena too easily and too quickly 
and too exclusively in terms of tho shortcomings cf higher i-^ducafion For example, it 
is fn»qu^ntly asserted that "declining on^'oUraents'' can be attributed in part to students* 
dtsdf f oction u th college, to tholr veassessment of the value of a college degree and to 
its relevance to life gcalb. Rul Lhore are two di f **icu1 ties with this assertion. The first 
.is that onrcllments are not diTivn they ^ro up in both tho public and the private 
sector. The demographic contraction oi \hv collej^e-age cohort will not hit until the early 
1980s. 

But students today htv. beinf* ask^'^d to p:iv almost twice as much for a college educa- 
tion than they did a 'N^cadt af;o, (;iven that roagnitude of cosi increase-a level about half 
a;;ain ;:r»Mter tl:an prices in <;cneral-it i.*; nma>:in^», that enrol Imontj have not in fact 
declined. When i.crat: huyinR sluaips when aulcmobilt! sales plurrtiet, and when beef consump- 
tion ^;oes dnwn, no one argues thaL pe.^plo no longer lik^ housing, travel by car, or 
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^^atlng racher, Che explanation glv»3n is that the costs are too high. We need to pay 
much more attention to possible ecunoi&ic determinants ot enrollment trends and to be more 
ukeptical ot broadside joneralisations that yourig people are disenchanted with higher 
education » 

Similarly, sluinps in private giving have been atrributed to dissatisfaction with 
higher education on the part of potential donors and to their concern about institutions* 
ability to govern themselves during an era ot student unrest. But it is at least 
suggestive that the year to year trends in individual and corporate giving follow (with 
consistent time lags far the process of giving) almost exactly the trends in net corporate 
profits, one primary source of income for voluntary contributions. Once again^ the 
paranoid explanations were too easily accepted* 

Taxi'Drlving College Graduat es 

Ominous reports of widespread 'Jl f f icultles experienced by college graduates in 
securing job<! related to their education, and encounters with taxi-driving college 
graduates have raised increasingly serious doubts about the need to stimulate^ at least 
through public subsidy, even greater college rates. The Bureau of the Census projects 
a doubling - going of the nuitiber of college graduates (with a four-year degree) in the 
adult population (2) and over) by 1990 raising the number from 15 million to 30 mllllM 
and tht! population share from II percent to 20 perceit. All this has led some to speculate 
'ibout the fate of unemplcyed or underemployed college graduates: hyper*extension of 
graduate education for those with baccalaureate degrees who can^t get jobs^ and even to 
wild scenarios of social upheaval led by the desperately over-*educated« 

The priorities for higher education depend fundamentally on convictions about the 
^appropriate size of the higher education sector Some old-style elitists assure us that 
we are already educating too many students now students who are not really interested 
in learning and whc ought to be out working for a living. Others have offered unfortunate 
exprea^^ions about ^he competence of some of their colleagues whom they declare should 
also So otherwise engaged than in teaching. Again, the most severe criticism of educa* 
tlon often com^^s from within. Clearly many of those who have not had opportunities for 
advanced education, value 11 extraordinarily highly* A major vehicle of escape by thoso 
not sat^.sfit.d with their '^urrenc employment is more education. 

•According to the standard forcasts, we are in the process of switching from a peri^ 
of excess demand icr collet»e K'^aduates, to excess supply of them, leading to reductions 
in the economic roturns to investmuni in addir.lonal years of schocling, and consequently 
*a dimtnisheJ demand for nlghor education. 

Such ai«»ument'* h.iv»» been m::de by economists who derive from these premises, con- 

clMslons about the pi enable reductjd level of required public funding for higher educati^n^ 

*Th«y bast' their analy^;!.; on humnn capital theory. I would argue that human capital 

thfory, vhat'^ver itc analytic elegance, is a ^'eak, if not dangeious, basis for formulating 

7»ublic policy with respect to the 5?l:'.e of ^hc edvcation sector. Its use for such 

purposes qhould be '^hallenKcu whether it leads to conclusions that funding should be 

decreased In these t!m»*3 or that funding; shruld he Increased in other times. 

ft 

Flr.t, the calculation of the ec(mc^mjc leturns may not be free of conceptual flaws. 
Jtff^rercf^s In returns attributed to vearr of ^^ducatlon mny in fact result from 
dl f f er*?ncc.^ m ability, experience, motivation, continuing opportunities for on the job 
learnini;* r^r lestrictlvr labor practices. Further, ttierc may be measurement errors in 
c i Icul i t Inkj the returns • particularly vhen comparing; returns to investment in education 
/ith roturnj; to investment iu physical capital . For instance, in falling to adjust for 
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the capital bias in the tax structure, (which permits deduction f*t the expenses necessary 
to earn Income in the case of physical capital, but not in the case of human capital; or 
depreciation of the asset value of physical capital but not of human capital; or capital 
gains trefttment of the appreciatlw of physical capital, but only ordinary income tax 
treatment of the earned Income **f human capital even though It took years to gain the 
competence being rewarded) . 

Whatever \ise Is made of econ<^mlc rates of return to explain gross enrollment levels » 
they are not very adequate In explaining choice of degree earned, or choice of field. 
The computations gro nly overemphasize economic determinants of education as a prcductlve 
Investment, and exci Je what economists call the consumption value, or others might call 
the exhilaration of learning. 

Even If the returns could be carefully calculated, economists have often Implied 
that the policy Implications of finding differential rates of return for different 
education cohorts were relatively straightforward. But consider, for Instance, the 
general finding that returns to education of employed women are lower than those for 
employed men. Does this Imply that less funds should be Invested In the education 
women and more In the education of men to bring their marginal rates of return into 
closer alignment --or that we should attack the system of differential pay. Human 
capitalists have difficulty separating out the returns flowing from characteristics of 
individuals, and returns flowing from the characteristics of the economic and social 
system. 

Actually, In a democracy, the question which precedes the question of the optimum 
size of the education sector Is, rather, who decide s who gets what opportunities fmr how 
much education. Calculation of the demand for and the supply of college educated peopU 
Is the beginning but not the end of an Inquiry about the appropriate size of the 
education sector. 

But we are In a recession 

Walt until better times to press our clalns. The Inflation and recession has hit 
virtually every segment of our economy—some, such as housing, considerably harder than it 
has hit education. Times are tough and all must do their share of belt-tlghtenlng. Even 
so, we must be vigilant to make sure that higher education Is not unnecessarily dls* 
advantaged during this crunch. 

On the negative side, when President Ford announced his energy and economic package, 
for Instance, it Involved a surcharge on Imported fuel, which would Increase the costs f»f 
fuel, which surcharge would be rebated by tax cuts for families and corporations, and 
•grants to state and local governments and federal agencies adversely affected. 
The Administration, quite literally forgot the nonprofit sector, including the $40 blUlen 
higher education Industry, which wf; would bear the full brunt of the cost Increase but 
would not be eligible for any of the rebates. Energy costs are not negligible Items to 
colleges and universities, they can amount to hundreds of thousands, even millions of 
dollars. The higher education has asked for alleviation of these hardships but not yet 
received specific responses. 

On the positive side, higher education can serve Instrumentally in carrying out 
economic pollcy-for Instance, in packaging educational assistance and public service 
jobs for part-time students/part time workers, creating opportunities to learn and 
reducing unemployment at a relatively smaller cost to the federal government than for 
full time public service or unemployment compensation, 
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The Governnenc Can't Oo it All 

Deep philosophical concerns about the size of the public sector, fear about undue 
encroachment of government on the governance of institutions, and conviction that colleges 
and universities must first manage more effectively the resources already at their cMMsand 
undergird the assertion that "the gcvernment can't do it all." Unfortunately, that * 
pronouncement often forecloses real discussion of policy alternatives which consume any 
public resources. ' 

Consider another proposition, equally meritorious, that the nonprofit sector, in our 
case, higher education, should be as advantaged, or at least no more disadvantaged than 
the profit making sector, in claims for public services: 

For instance, the scope, quality, and timeliness of data available to higher 
education should be equivalent to that provided agriculture, manufacturing 
construction and labor; 

In negotiating contracts to perform research services, educational institutions 
shnuld be permitted recovery of overhe;^d and other funds to provide at leas': as ouch 
capacity to develop new projects and adjust to rapid shifts in funding as is permitted f«r 
industrial firms; and 

The claims of institutions for consideration In offsetting special costs associated 
with providing educational services to disadvantaged students should be accorded at least 
as much weight as the claims ot banks for consideration in offsetting special costs 
associated with lending money to disadvantaged srudents. 

The higher education community understands very well that the government can't do it 
all. We are also beginning to assimilate the realities of the new budgeting process. At 
a recent meeting of the Education Commission of the States, Stephen Wexler, Counsel to 
the Senate Subcommittee on Education, explained that the Subcommittee had reappraised its 
approach to legislation and was proceeding with a much greater awareness of the budget pro- 
cess. Previously, he said, authorizing committees simply wrote the legislation and left 
it to others to find the money. Now the scope of programs is to br. designed within 
attainable funding levels. These are indeed, salucary developments in public finance. 

We can hope, however, that competency based learning about the workings of the budget 
process is not certified by the adoption of conventionally conservative attitudes toward 
public spending ^or human service programs. Perhaps it takes people less familiar with 
the budget process to escalate the level at which budget trade-offs are forced, to raise 
disquieting questions like, for oxampie, tlie tollowinp: 

How many millions of dollars should we spend trying to recover a Russian submarine? 
How much does it cost to arm both sides in a war? 

What funds arp Involved in covertly building up stockpiles of arms for allies? 

Aro Improvements in our balance rt paymentr related to shipments of arras? 

What are the costs nnd benefits. :»r pocsible conflicts of interest, involved when the 

United States sovertunont coprracts with a private firm to train the army of a country 

which could, in some ovuntualities, cut off thoir stipplics of oil to us? 

What is the price of domestic surveillanco and international Intrigue? 
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Strategies Cor /Effecting the Allocation of Resources 



The case can be made lor Increasing the clalos of higher education co national 
attention and support. What are the strategies available? In our society, resource 
illocatlon stratecles operate In three domains: economic^ relying on market mechanlsns; 
rational. Incorporating planning processes^ and political^ using persuasion and voting 
power. Recent policy proposals In higher education have tended to focus exclusively en 
the economic domain; but that is likely to be less effective than cotiaclouH action in all 
three domains. 

Market Strategies 

The Newman Task Force» the Committee for Economic Development and the Carnegie 
Commission^ proposed to raise tuitions and increase awards of assistance directly to 
students for the purpose of increasing total resources available for higher education and 
enhancing the role of the market in determining the size and composition of the higher 
education sector. But the ''market/' given its imperfections, is hatdly better at making 
big decisions than little decisions, and certainly not any more adequate for deterodning 
the major national priorities we place on education than it is, say, for security. You 
may have noticed, too, that besides the economists, the most ardent advocates of the market 
solution to the allocation of resources In higher education are our greatly respected 
colleagues who happen to be heads of state higher education pla nnin g agencies, facing 
otherwise difficult questions of which schools to help and which to let succumb in the next 
decade. 

It is not certain that the raw operation of the market would assure a diversity of 
offerings and a greater or lesser number of real educational choices for well Informed 
students to select. The serious risks to survival of making wrong decisions on Instltu* 
tional specialization is likely to lead schools in the direction of being more similar 
than mor^ different; perhaps even with the expense of more curricular offerings and more 
delivery options at each institution ---- but fewer system wide than under a planned, 
coordinated educational structure. An unalloyed market mechanism is not the 3nly, or per* 
haps even the best way to obtain Information about student educational preferences* 

Planning Strategies 



Planning the allocation of resources is generally an underdeveloped art and science 
in education, with but few outstanding exceptions In individual states .and institutions* 

Vast improvements in the quality and timeliness of data available to higher education^ 
as well as significant advances in the development of policy analysis and operating 
management models, greatly enhance our ability to plan in higher education. 

Planning is yet to be adopted generally however, as an integral part of the educa-^ 
tional managers style. And we have yet to develop a working understanding of possible 
active--nnt passive in the sense that they happen to us relationships between overall 
economic activity and activity in higher education both in the short run and in the long 
run together with a healthy skepticism toward our own long range economic forecasting based 
on our poor track record. 

Greater efficiency In the utilization of education resources through planning; and 

lengthening, through planning, the time horizon relevant In making spending trade-offs 

can signl f leant ly increase the leverage of higher education in pressing for higher 
national priorities. 
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Political Strategies 

Education associations and institutions are forbidden by law from engaging 
in outright piilitlcal activity on pain of losing their tax-exempt status* That 
does not, however, prohibit us irom underscoring the critical importance of 
politics to our future. Invited testimony providing information about the 
anticipated impact of alternative legijlativo proposals on higher education 
has, potentially, powerful effects. 

Coomiittee members and staff are generous in their wiUingnesa to listen 
to the concerns of their higher education constituents. They welcome solid 
information^ succinctly summarized in a usable form. Genius is required, however* 
to anticipate the detailed Isr^ues to be debated far enough in advance to have 
the relevant data ready in clme. 

Political awareness and sr^phisti cation, and knowledge of political structures, 
processes, and personalities. Is broadening and deepe-^ing on the part of the 
educational associations, state administrators, individual instltutiona, faculty, 
and students, lalk is heard about building constituencies- 
It would be politically foresighted to organize information relating to 
higher education on the basis of Congressional Districts; very little such data 
exists at the present time, but it could quite easily be generated andrmclntained 
without great cost. 

Enormous progress has been made recently in developing mutual understanding 
tha^ the many seguents ^^f education share their destinies and that conflicts 
among those r.egments is ultimately counterproductive. As a result, most major 
differences are row resolved before reaching state and federal legislative chambera, 
whereas In earlier years .>ne segment could often be pitted against another to 
nhe detriment of both Representatives of different educational groups have 
learned that they do not reward questioners with answers when asked publicly or 
privately about places to cut budgets important to other groups, lest the tech- 
nique bt* applied with equal force to them. Alternatively, attempts are made to 
reach and present a cor.s€:nsun on policy preferences and budget priorities. 

To giv€ a solic eximplo oi^ this awarencsss: Private institutions, which had 
previou.;ly been amoag the prime advocates of raising tuitions at public instit- 
utions, reversed thel** stance more recently as an act of statesmanship, having 
recognized tha^ iho earlier position would pit public institutions against private 
institution?. Even farLher, they have generously endorsed public institutions* 
solicitation oi prtv*. te voUmtary 'contributions, a uajor source of revenue to 
the private institutions 
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The other half of the implied bargain is that public Institutions must noi^ 
rctlvcly support appealj of private Institutions for increased public support* 
The next item on the a^jenda for national debate on the financing of higher 
education is to consider not only whether but In what forra federal and state 
govermnents might effectively support private Institutions. Rhetorical commitments 
of mutal support have been made hy leaders In both public and private sectors » 
but the difficult details have to hammered out, preferably state by state, with 
the federal government in the role of the inltlatln^t stimulating general partner. 

Conclusion 



People who forecast differing prospects for the future levi Is of support 
for higher education for the place of higher education among national priorities** 
do not » In general, differ markedly In their characterisation of the current 
situation. But they do differ radically in their a38es8mcnt of what is possible 
in the academic, economic, and political spheres. The realities utay be as harsh 
as the darkest forecasts. If the first step Into the future is to Unit our own 
horizons, to scale down our own expectations, to narrow our own choices to feasible 
but pinched alternatives, we will have taken a responsible course. But there 
is a more fully responsible course, toward a grander vision, truer to our mm 
beliefs in the values of higher educatlon--higher education made accessible to 
all who can benefit from it by recognized legal rights and entitlements. We 
have, I believe, only begun our pursuit of this course. 
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